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On Nov. 17, Salvadoran President Armando Calderon Sol vetoed a legislative bill that would have
pardoned most of the debt held by beneficiaries of the 1980s agrarian reform. Opposition parties,
which passed the bill despite firm resistance from the governing Alianza Republicana Nacionalista
(ARENA), are unlikely to garner enough votes to override the president's veto. The bill, which was
passed on Oct. 30, would have pardoned at least 93% of the US$117.6 million in outstanding debts
owed by about 75,000 individual farmers and members of agricultural cooperatives (see NotiCen,
11/13/97).
ARENA, whose 28 deputies unanimously opposed the legislation, joined with the Asociacion
Nacional de la Empresa Privada (ANEP) to lobby the president to veto the bill. Among other things,
they said it would set a dangerous precedent that would encourage other sectors to seek debt
pardons, while thrusting the government into a fiscal crisis that would hurt agriculture even more
because it would deprive the state of funds for rural development.
In addition, they argued that it would not resolve the credit crunch in the agricultural sector because
banks would be reluctant to lend fresh money to farmers for fear of more pardons in the future.
"The government should be aware of the consequences if this bill is approved," warned Archie
Baldocchi, head of the Asociacion Bancaria Salvadorena (ABANSA). "The banks will begin to
analyze credit programs on a case-by-case basis to determine if political variables could affect
repayment. Obviously, if they believe that, for political reasons, certain loans could be pardoned in
the future, it will act as a major deterrent, especially for large loans."
President says bill violated the Constitution
In part, President Calderon embraced these arguments as justification for his veto. "I have rejected
this legislation because, if approved, it would unfairly favor a small group of individuals over the
majority of taxpayers," said Calderon in a television and radio address to the nation on Nov. 16 to
explain his decision. "It would stimulate irresponsibility by encouraging a culture of nonpayment. It
would have a grave financial impact on government finances. It would limit the resources available
for infrastructure. And, it would award inefficiency and irresponsibility while punishing those who
worked hard and managed to pay off their debts."
More important, the president said the bill violated at least 14 clauses in the Constitution, making
it impossible for him to endorse the legislation. According to Calderon, the most blatant violation
was of Clause 232, which stipulates that the legislative and executive branches of government are
prohibited from pardoning public-sector debts that are managed by either the central government
or the country's municipalities. During the Assembly debate, opposition parties had argued that
because the five state banks that manage the agrarian debt are autonomous institutions, Clause 232
does not apply. The president also said that the constitutional principle of independence among
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government branches was breached because the banks are currently trying to recover many debts
in arrears through the courts, and the legislature has no authority to invalidate judicial proceedings.
Finally, the president argued that, because there are private shareholders in the Federacion de Cajas
de Credito (FEDECREDITO) which manages US$637,000 in farm loans, or less than 1% of the total
agrarian debt the constitutional guarantee of respect for private property was also violated.
Opposition parties lack enough votes to override veto
To override the veto, the opposition needs 56 votes, which is the total number of seats held by
opposition parties in the 84-member Assembly. The bill was originally passed with 51 votes, because
some members of the right-wing Partido de Conciliacion Nacional (PCN), which holds 11 Assembly
seats, abstained from voting.
On Nov. 11, two PCN deputies who had supported the debt pardon and who had convinced other
PCN members to back the bill Sigifredo Ochoa Perez and Horacio Rios were expelled from the party
by the PCN executive directorate. The directorate accused them of betraying PCN principles by
aligning with the leftist Frente Farabundo Marti para la Liberacion Nacional (FMLN) on the debt
issue and other affairs, such as opposition to privatization of the state telephone company (see
NotiCen, 07/31/97).
Given their expulsion, it is highly unlikely that the opposition could muster the 56 votes needed to
override the veto. "The president would not have vetoed the bill unless he was convinced that the
correlation of forces in the Assembly was in his favor and that the veto would not be overturned,"
said Arturo Argumedo, an independent deputy who recently split from the PCN. Consequently,
opposition parties, including the center- right Partido Democrata Cristiana (PDC), will likely seek a
compromise bill with ARENA, which had proposed to pardon between 75% and 85% of the agrarian
debt during the Assembly debate. "Since we can't generate the 56 votes needed, it is better to
concentrate on writing another bill that at least partially addresses the debt question," said PDC
deputy Jorge Barrera. [Sources: Prensa Grafica (El Salvador), 11/12/97, 11/13/97, 11/17/97, 11/18/97;
Agence France-Presse, Diario de Hoy (El Salvador), 11/18/97]
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